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Farm  debt  (excluding  CCC  loans)  increased,  nearly  $3«5  billion  in  1965. 
The  continued  expansion  in  debt  reflects  increased  investments  on  man;} 
farms  for  improving  efficiency  and  incomes. 
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This  report  was  prepared  by  the  Farm  Production 
Economics  Division,  Economic  Research  Service.  The 
report  is  based  largely  on  information  received  during 
late  September  from  the  district  Farm  Credit  banks,  the 
State  offices  of  the  Farmers  Home  Administration,  the 
agricultural  economists  of  the  Federal  Reserve  System, 
the  Agricultural  Committee  of  the  American  Bankers 
Association,  the  farm-mortgage  departments  of  several 
life  insurance  companies  in  various  parts  of  the  United 
States,  and  from  the  field  staff  of  the  Farm  Production 
Economics  Division.  The  excellent  contributions  of  all 
of  these  individuals  is  appreciated. 
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1966  AGRICULTURAL  FINANCE  OUTLOOK 


Approved  by  Outlook  and  Situation  Board,  November  4,  1965 
THE  OUTLOOK  FOR  1966 

The  farm  financial  situtation  is  stronger  this  fall  than  a year  ago. 
Another  good  year  for  farmers  is  in  prospect  for  1966,  Although  prices  of 
some  products,  particularly  crops,  will  be  lower  next  year.  Government  pay- 
ments will  be  up  substantially  and  total  cash  income  will  probably  rise  in 
1966,  Realized  net  farm  income  next  year  may  possibly  exceed  by  $1/4  to 
$1/2  billion  the  $14  billion  estimated  for  this  year.  This  level  for  1965 
represents  a gain  of  more  than  $1  billion  over  1964  and  is  the  highest  since 
1952.  Per  capita  disposable  personal  income  of  the  farm  population  from  all 
sources  will  probably  be  up  again  next  year  because  of  favorable  prospects 
for  farm  income  and  continued  opportunities  for  nonfarm  earnings. 

Farm  income  and  the  value  of  farm  assets  and  equities  have  made  large 
gains  this  year.  Although  farm  debt  appears  to  be  increasing  by  a record 
amount  the  dollar  increase  in  debt  will  be  much  less  than  the  increase  in 
farm  asset  values.  Accordingly,  farm  equities  are  expected  to  rise  substan- 
tially this  year. 

Collections  of  farm-mortgage  loans  have  continued  excellent  in  1965-- 
delinquencies  and  foreclosures  are  few.  Payments  of  production  loans  are 
expected  to  be  better  this  fall  than  a year  ago. 

Prospects  for  further  improvement  in  1966  are  especially  good  for 
farmers  and  ranchers  in  the  Plains  and  Mountain  States,  Feeder  cattle  prices 
have  risen,  and  abundant  summer  and  fall  rains  broke  the  drought  that  had 
plagued  parts  of  that  area  for  several  years,  improving  the  ranges  and  pros- 
pects for  next  year's  crops.  In  contrast,  potato  growers  face  the  prospect 
of  lower  prices  than  they  received  this  year.  Also,  farmers  in  some  areas 
will  suffer  income  losses,  because  their  late  maturing  crops--most  of  which 
will  be  sold  in  1966--were  damaged  by  wind,  drought,  flood,  and  other  weather 
hazards . 

Respondents  from  all  parts  of  the  country  expect  the  uptrend  in  use  of 
farm  credit  to  continue  in  1966.  Further  enlargement,  improvement,  and 
mechanization  of  farms,  responsible  for  most  of  the  rapid  buildup  of  farm 
debt  in  recent  years,  will  be  stimulated  by  the  expected  improvement  in  farm 
income  and  continued  technological  development.  Among  specific  needs  men- 
tioned by  respondents  in  their  reports  this  fall  are  credit  for  improved 
dairy  facilities  in  the  Northeast,  for  irrigation  and  restocking  ranges  in 
the  Southern  Plains,  for  land  clearing  and  leveling  in  the  Delta  States,  and 
for  improved  grain  storage  and  handling  facilities  and  combines  with  corn 
heads  in  the  Corn  Belt,  Many  respondents  report  that  mechanization  of  farms 
will  be  speeded  by  the  rising  cost  and  difficulty  of  obtaining  farm  labor. 
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Increased  leasing  of  heavy  farm  equipment  was  noted  by  several 
respondents.  To  the  extent  that  farmers  lease  rather  than  buy  equipment, 
their  immediate  needs  for  credit  will  be  moderated,  even  though  their  annual 
operating  costs  may  be  increased. 

A continued  improvement  of  farm  living  levels  was  reported  by  most 
respondents.  A number  stated  that  the  construction  and  improvement  of  farm 
homes  was  up  sharply  from  earlier  years. 

Uneasiness  about  the  level  of  farm  debt  appears  to  have  diminished 
during  recent  months.  Primary  factors  apparently  are  the  continued  excellent 
repayment  record  of  most  farm  borrowers,  the  improvement  of  farm  income  this 
year  and  favorable  prospects  for  next  year,  and  the  reassurance  of  the  new 
fann  program.  Among  other  things,  this  program  continues  price  and  income 
supports  for  producers  of  feed  grains,  wheat,  cotton,  tobacco,  rice,  wool, 
and  dairy  products  for  the  next  4 years. 

Although  some  banks  are  reported  to  be  nearing  the  limits  of  their 
lending  power,  supplies  of  loan  funds  for  meeting  farmers'  increasing  credit 
needs  next  year  are  expected  to  be  ample.  Rapidly  rising  time  deposits  are 
increasing  the  lending  power  of  banks,  and  the  banks  of  the  cooperative  Farm 
Credit  System  are  able  to  obtain  all  the  funds  they  need  by  selling  their 
securities  in  the  money  market.  Loan  authorizations  of  the  Farmers  Home 
Administration  have  been  increased,  permitting  it  to  serve  more  farmers.  A 
number  of  respondents  report  that  "point  of  sale"  credit,  extended  by  farm 
suppliers  and  manufacturing  companies,  is  increasing. 

Interest  rates  on  farm-mortgage  loans  have  averaged  about  the  same 
this  year  as  last,  but  some  non-real-estate  lenders  have  raised  their  rates. 
The  general  tendency  of  money  market  rates  to  increase  during  recent  months, 
and  the  recent  selective  increases  in  rates  on  loans  to  business  concerns  by 
large  city  banks,  suggests  that  1966  may  bring  slightly  higher  interest  rates 
on  farm  loans.  Opinions  of  respondents  on  this  point  are  divided,  but  many 
anticipate  higher  rates  in  1966. 

FINANCIAL  DEVELOPMENTS  IN  1965 

In  the  first  9 months  of  1965,  total  cash  income  from  farming  was  more 
than  $1-1/2  billion  higher  than  in  the  corresponding  months  of  1964.  Realized 
net  farm  income  was  running  at  an  annual  rate  of  $13.9  billion  and  probably 
will  reach  $14  billion  for  the  entire  year,  compared  with  $12.9  in  1964. 

These  income  gains  result  largely  from  higher  livestock  prices  and  increased 
Government  payments. 

The  value  of  farm  assets  is  expected  to  reach  $253  billion  by  January  1, 
1966,  up  more  than  $15  billion  from  a year  earlier  (table  1).  As  in  other 
years,  most  of  this  increase  will  be  due  to  the  continued  rise  in  farm  real 
estate  values.  However,  the  value  of  motor  vehicles  and  machinery  on  farms 
will  be  up  again  because  of  the  continued  heavy  investment  by  farmers  in 
improved  and  larger  machinery;  the  value  of  the  livestock  inventory  will  be 
raised  by  higher  prices  of  livestock;  and  the  value  of  the  crop  inventory 
will  be  increased  by  the  record  production  of  crops  this  year.  Indications 
are  that  farmers  also  have  increased  their  savings  deposits  and  their  invest 
ments  in  cooperatives. 
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Table  1. --Balance  Sheet  of  Agriculture,  Jan.  1,  1965,  and  estimate  for  Jan.  1 

1966 


Item 

Jsn.  1,  1965 
1/ 

Estimate  for 
Jan.  1,  1966 

Percentage 
change  2/ 

ASSETS 

Billion 

Billion 

dollars 

dollars 

Percent 

Physical  assets: 

Real  estate 

159.4 

170.0 

6.6 

Non- real -estate 

57.3 

61.4 

7.3 

Financial  assets 

21.1 

21.8 

3.5 

Total 

237.8 

253.2 

6.5 

CLAIMS 

Liabilities: 

Real  estate  debt 

18.9 

21.1 

11.8 

Non-real-estate  debt  to-- 
Commodity  Credit  Corpora- 

tion 

1.5 

1.7 

7.4 

Other  reporting  and  non- 

reporting  creditors 

17.1 

18.3 

7.1 

Total 

37.5 

41.1 

9.5 

Equities 

200.3 

212.1 

6.0 

_!/  Revised. 

7^1  Computed  from  unrounded  data. 
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Although  farm  debt  appears  to  be  increasing  by  a record  amount  this 
year--about  $3.6  billion--the  dollar  increase  in  farm  debt  will  be  much  less 
than  the  increase  in  farm  asset  values.  Accordingly,  farm  equities  are  ex- 
pected to  rise  further  by  nearly  $12  billion,  to  a total  of  about  $212  billion 
at  the  end  of  this  year. 

Improvements  in  the  financial  situation  of  farmers  this  year  probably 
have  been  greatest  in  the  Corn  Belt  where  livestock  feeding  margins  and,  in 
many  places,  crop  growing  conditions  have  been  much  better  than  last  year 
(fig.  1) . But  great  improvement  also  has  occurred  in  the  Plains  and  Mountain 
States  as  a result  of  better  ranges  and  crops  and  higher  livestock  prices. 
Poultry  producers  generally  have  had  a good  year,  and  slightly  higher  prices 
of  milk  have  benefited  dairymen.  Potato  grovvers  in  Aroostook  County,  Me., 
are  reported  to  have  made  an  exceptionally  large  gain  as  a result  of  high 
prices  for  the  1964  crop  they  marketed  this  year.  Much  better  crops  this 
year  are  reported  for  peach  growers  in  South  Carolina,  wheat  growers  in  most 
of  the  Palouse  area  of  Washington,  and  growers  of  other  crops  in  many  places. 

Nevertheless,  many  farmers  have  suffered  severe  damage  to  their  crops 
and  other  property  from  hurricanes,  tornadoes,  freezes,  flooding,  drought, 
and  other  weather  hazards.  Moreover,  rust  ruined  the  wheat  in  parts  of  South 
Dakota  and  Montana.  In  some  areas,  production  of  cotton  and  tobacco  was  cut 
by  reduced  allotments  or  lower  yields.  Many  farmers  will  have  larger  loan 
carryovers  and  be  weaker  financially  as  a result  of  these  situations. 

Farm  debt  (excluding  CCC  price-support  loans)  is  expected  to  reach 
$39.4  billion  by  January  1,  1966--up  $3.4  billion  from  a year  earlier. 

During  the  last  5 years,  farm  debt  has  risen  by  approximately  60  percent-- 
much  more  (in  percent)  than  farm  income  or  the  value  of  farm  assets  have 
increased . 

Because  of  the  concern  that  has  developed  about  the  rapid  increase  of 
farm  debt,  outlook  respondents  associated  with  financial  institutions  were 
asked,  both  last  fall  and  this  fall,  to  give  their  impressions  of  the  extent 
to  which  farmers  were  burdensomely  indebted.  In  its  mid-1965  survey  of  rural 
banks,  the  American  Bankers  Association  requested  similar  information  from 
its  panel  of  reporting  banks.  In  assesssing  the  debt  situations  of  their 
borrowers  the  bankers  were  instructed  to  take  into  consideration  all  of  the 
farmers'  debts,  not  only  their  debts  to  banks. 

The  approximately  800  bankers  who  replied  to  the  midyear  questionnaire 
of  the  American  Bankers  Association  estimated  that,  on  average,  about  70  per- 
cent of  their  farm  borrowers  would  be  able  to  meet  their  debt  payments  within 
the  next  12  months  "fairly  easily"  and  an  additional  fourth  of  their  farm 
borrowers  could  make  the  payments  required  but  "only  with  considerable  diffi- 
culty." Four  percent  of  their  farm  borrowers  were  expected  to  "quit  their 
present  farming  operations  due  to  financial  difficulties." 

Of  the  4 percent  of  farm  borrowers  who  were  expected  to  discontinue 
farming  during  the  year,  three-fourths  were  estimated  to  have  gross  income 
of  less  than  $10,000.  Only  29  percent  of  those  who  expected  to  have  little 
difficulty  with  their  debts  were  estimated  to  have  incomes  this  small. 
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Figure  1 


7 


The  percentage  of  bank  borrowers  expected  to  discontinue  operations 
because  of  financial  difficulties  appears  to  be  somewhat  greater  than  that 
implied  by  respondents  to  the  Outlook  questionnaire,  who  also  were  associated 
with  financial  institutions.  These  respondents  seldom  gave  quantitative 
information  but  most  of  them  reported  again  this  year,  as  they  did  last  year, 
that  relatively  few  farmers  had  severe  debt  difficulties,  and  that  those  with 
such  difficulties  usually  could,  and  often  did,  retire  their  debts  by  selling 
out  on  favorable  terms.  In  general,  these  respondents  expressed  less  concern 
than  last  year  about  the  increasing  size  of  farm  loans  and  the  rising  level  of 
farm  debt.  They  emphasized  the  needs  of  farmers  for  credit  to  enlarge  and 
improve  their  farms  and  acquire  labor-saving  facilities  and  equipment. 

Five  years  ago,  according  to  the  1960  Sample  Survey  of  Agriculture, 

23  percent  of  all  indebted  owner-operators  of  commercial  farms  had  real  estate 
debts  exceeding  50  percent  of  the  value  of  their  land  and  buildings.  Approxi- 
mately the  same  percentage  of  all  indebted  farmers  had  total  debts  exceeding 
7-1/2  times  their  net  cash  farm  incomes.  Farmers  in  both  of  these  groups 
probably  had  difficulty  at  times  carrying  their  debts,  although  most  debts  had 
been  incurred  to  enlarge  and  improve  the  operations  of  borrowing  farmers. 

Whether  the  30  percent  of  bank  borrowers  estimated  in  the  mid-1965  ABA 
survey  to  have  burdensome  debts  reflects  some  deterioration  from  the  situation 
indicated  by  the  1960  Sample  Survey  of  Agriculture,  or  whether  it  results  from 
a different  method  of  appraising  the  situation  of  borrowers,  cannot  be  deter- 
mined. Certainly  some  farmers  go  out  of  business  each  year  because  of  debt 
difficulties.  However,  throughout  the  period  1960  to  date,  payments  of  farm- 
mortgage  loans  held  by  the  major  institutional  lenders  have  been  excellent. 
Data  for  production  credit  associations  and  the  Farmers  Home  Administration 
indicate  that  payments  on  non-real-estate  farm  loans  also  have  been  well 
maintained . 

Even  though  many  farmers  have  had  large  debts,  apparently  most  have 
been  able  to  make  the  required  payments.  Relatively  few  farmers  have  had  such 
severe  debt  difficulties  that  they  were  forced  to  liquidate. 

A noteworthy  point  is  that  probably  a third  or  more  of  all  farmers 
(nearly  40  percent  in  1960)  are  debt  free.  Thus,  farmers  with  burdensome 
debts  make  up  a much  smaller  proportion  of  all  farmers  than  of  indebted 
farmers . 

A characteristic  of  our  times  is  that  the  rapidly  increasing  amount  of 
capital  required  to  farm  efficiently  and  to  provide  adequate  family  income  is 
causing  many  farmers  to  incur  large  debts.  Further  increases  in  farm  debt  may 
be  expected  as  farms  become  fewer,  larger,  and  more  mechanized.  Many  farmers 
adjusting  to  current  and  developing  conditions  cannot  save  at  a rate  necessary 
to  meet  their  need  for  additional  investment.  The  excellent  collections  and 
few  delinquencies  reported  by  lenders,  and  their  general  agreement  that  few 
farm  borrowers  are  having  severe  debt  difficulties,  indicate  that  use  of 
credit  has  enabled  most  farm  borrowers  to  improve  their  farm  incomes.  This 
improvement  of  income  has  involved  risks,  but  farmers  who  do  not  accept  the 
necessary  credit  risks  assume  the  alternate  risk  of  not  being  able  to  earn  an 
acceptable  income  from  farming. 
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FARM  REAL  ESTATE 


Basic  indicators  of  supply  and  demand  for  farm  real  estate  in  1965-- 
number  of  sales,  number  of  farms  on  the  market,  and  number  of  people  looking 
for  farmland--all  point  to  a continuation  of  relatively  tight  market  conditions 
and  further  rising  land  values  in  1966. 

In  the  year  ended  March  1,  1965,  the  index  of  value  per  acre  moved  from 
131  (1957-59  = 100)  to  139.  1_/  The  total  value  of  all  farm  real  estate 
reached  $159.4  billion,  the  equivalent  of  $52,000  per  farm  or  $146  per  acre. 
Regionally,  values  per  farm  ranged  from  $22,300  in  the  Appalachian  States  to 
$139,000  in  the  Pacific  region.  Typical  Corn  Belt  farms  averaged  $50,000  to 
$60,000.  In  the  Southeast,  excluding  Florida,  per  farm  values  ranged  from 
$21,000  to  $36,000. 

Closely  associated  with  and  partly  responsible  for  the  long-term  rise 
in  land  prices  is  the  increased  use  of  credit  and  a gradual  liberalization  of 
terms  under  which  it  is  extended.  In  1964-65,  73  percent  of  the  reported 
sales  of  farm  real  estate  were  credit  financed,  and  the  debt  incurred  averaged 
72  percent  of  the  purchase  price.  However,  as  many  borrowers  pledged  addi- 
tional assets,  loans  by  lenders  averaged  less  than  72  percent  of  the  value  of 
the  security  they  received. 

Farm  real  estate  reporters  in  March  1965  confirmed  the  increased  availa- 
bility of  credit,  indicated  by  the  sharp  increase  in  the  volume  of  farm- 
mortgage  loans  made  in  1964.  This  easing  of  the  credit  market  seems  to  have 
been  accomplished  by  increases  in  dollar-loan  limits  per  acre  and  by  adjusting 
appraised  values  for  loan  purposes  closer  to  actual  market  values. 

Reporters  indicated  that  sellers  of  farm  real  estate  continue  to  be  the 
major  source  of  credit,  financing  38  percent  of  the  total  number  of  credit 
transfers  in  1964-65  (table  2) . Commercial  banks  financed  18  percent  and  life 
insurance  companies  16  percent.  At  the  regional  level  there  was  considerable 
variability  in  the  relative  importance  of  the  various  lenders.  For  example, 
seller  financing  varied  from  23  percent  of  all  credit  sales  in  the  Appalachian 
region  to  65  percent  in  the  Pacific  region.  Financing  by  commercial  banks 
ranged  from  6 percent  of  the  total  in  the  Pacific  region  to  46  percent  in  the 
Northeast . 

The  percentage  of  transfers  for  farm  enlargement  continued  to  increase 
in  1965  and  accounted  for  about  54  percent  of  all  transfers  for  farming  pur- 
poses, 4 percentage  points  above  a year  earlier.  Although  the  proportion  of 
transfers  for  farm  enlargement  has  more  than  doubled  in  the  last  10  years,  the 
number  of  these  transfers  has  increased  only  slightly  because  of  the  sharp 
decline  in  the  total  number  of  farm  transfers. 

The  rate  of  voluntary  transfers  of  farm  real  estate  in  the  year  ended 
March  1965  was  estimated  at  28.4  per  1,000  farms,  about  4 percent  below  the 
previous  year.  Allowing  for  a further  decline  in  the  number  of  farms,  the 
total  number  of  voluntary  sales  dropped  approximately  7 percent  below  the  1964 
level . 


V The  July  farm  real  estate  index  number  has  been  discontinued. 
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Table  2 . --Credit-financed  farm  purchases:  Percentage  financed  by  specified 

lenders,  by  farm  production  regions,  year  ended  Mar.  1,  1965  1/ 


Region 

Seller 

Commer- 

cial 

[ banks 

: Insur- 

: ance 

: compa- 

: nies 

. Federal 
■ land 
‘ banks 

Other 

lender 

2/ 

Total 

Percent 

Percent 

Percent 

Percent 

Percent 

Percent 

Northeast 

27 

46 

3 

8 

16 

100 

Lake  States 

47 

19 

12 

8 

14 

100 

Corn  Belt 

32 

19 

23 

12 

14 

100 

Northern  Plains 

39 

10 

19  . ■ 

15 

17 

100 

Appalachian 

23 

31 

9 

11 

26 

100 

Southeast 

32 

18 

6 

14 

30 

100 

Delta  States 

28 

11 

23 

6 

32 

100 

Southern  Plains 

33 

11 

24 

7 

25 

100 

Mountain 

54 

4 

11 

10 

21 

100 

Pacific 

65 

6 

7 

5 

17 

100 

United  States 

38 

18 

16 

10 

18 

100 

V Data  were  obtained  from  Farm  Real  Estate  Reports,  March  1965. 
Includes  sales  financed  by  two  or  more  lenders. 


Transfers  of  farm  real  estate  by  foreclosure,  tax  sales,  estate  settle- 
ments, and  gifts  and  inheritances  were  lower  in  1964-65  than  in  the  previous 
year.  The  rate  of  foreclosures  and  transfers  to  avoid  foreclosures  was  esti- 
mated at  1.4  per  1,000  farms.  Thus,  fewer  than  4,000  of  these  distress 
transfers  occurred  in  1964-65.  Mostly  they  were  voluntary  assignments  and 
open-market  sales  to  satisfy  creditors  rather  than  actual  foreclosure  sales. 

FARM  INCOME  AND  EXPENDITURES 

Outlook  for  1966  Income.  Realized  net  farm  income  in  1966  probably 
will  exceed  the  $14  billion  for  1965--possibly  by  one-fourth  to  one-half  a 
billion  dollars--and  will  be  the  highest  since  1951.  Realized  gross  farm 
income  next  year  likely  will  be  just  over  $45  billion,  compared  with  $44-1/4 
billion  now  in  sight  for  this  year.  Farm  production  expenses  are  expected  to 
increase  again  in  1966,  but  likely  by  a smaller  amount  than  in  1965. 

This  outlook  points  to  a record  high  average  net  income  realized  per 
farm,  continuing  the  uptrend  which  started  in  1960.  Also,  disposable  personal 
income  per  capita  of  the  farm  population  from  all  sources  likely  will  rise 
slightly  next  year  because  of  the  expected  rise  in  farm  income,  continued  op- 
portunities for  nonfarm  earnings,  and  a further  decline  in  the  farm  population. 

Cash  receipts  from  farm  marketings  of  livestock  and  livestock  products 
likely  will  be  higher  in  1966.  Receipts  from  farm  marketings  of  crops  are  ex- 
pected to  decline  mainly  as  a result  of  lower  price  supports  for  some  crops. 
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However,  direct  Government  payments  to  farmers  will  rise  substantially  and 
offset  the  decline  in  crop  receipts.  An  increase  seems  probable  in  total  cash 
income  from  farming.  Current  operating  expenses  are  likely  to  be  up  slightly 
in  1966.  Overhead  costs,  such  as  depreciation,  interest,  and  farm  real  estate 
taxes,  will  probably  continue  increasing. 

1965  Income  Situation.  Through  September  this  year,  cash  receipts  from 
farm  marketings  (excluding  Alaska  and  Hawaii)  were  estimated  at  $26.0  billion, 
about  $1.4  billion  higher  than  in  January-September  1964.  Government  payments 
to  farmers  were  also  running  well  above  a year  earlier.  As  a result,  total 
cash  income  from  farming  for  the  first  9 months  of  1965  was  more  than  $1-1/2 
billion  above  a year  earlier. 

Prices  received  by  farmers  in  the  first  9 months  of  this  year  averaged 
about  4 percent  higher  than  a year  earlier.  Prices  for  livestock  and  live- 
stock products  averaged  about  8 percent  higher  and  crop  prices  averaged  about 
1 percent  lower.  The  physical  volume  of  all  farm  marketings  was  about  the 
same  this  year  as  last.  Livestock  and  livestock  product  marketings  were  esti- 
mated to  be  up  slightly  from  a year  earlier,  while  crop  marketings  changed 
little . 


Receipts  from  marketings  of  livestock  and  livestock  products  during 
January-September  totaled  about  $15.6  billion,  up  about  $1.2  billion.  Cattle 
prices  were  up  about  9 percent  despite  a 4 percent  increase  in  the  volume  of 
marketings.  Prices  may  decline  slightly  from  September  levels  for  the  rest  of 
the  year,  but  are  expected  to  average  above  year-earlier  levels.  Hog  prices 
through  September  were  up  about  30  percent,  while  marketings  were  down  about 
9 percent.  Prices  for  hogs  are  expected  to  average  considerably  above  a year 
earlier  in  the  fourth  quarter  of  this  year. 

Receipts  from  dairy  marketings  in  the  first  three  quarters  of  1965  in- 
creased about  $60  million  over  last  year.  The  volume  of  milk  sold  was  up 
about  1 percent  and  prices  were  up  about  1 percent.  Broiler  marketings  were 
up  about  6 percent;  prices  were  up  also--about  7 percent--because  of  reduced 
competition  from  red  meats.  Prices  received  for  eggs  have  been  about  5 per- 
cent lower  than  in  1964  due  to  an  increase  in  marketings. 

Receipts  from  marketings  of  crops  in  the  first  3 quarters  were  esti- 
mated at  $L0.4  billion,  up  about  $200  million.  Receipts  from  wheat  were  down 
some  $135  million  due  to  the  lower  loan  rate  for  the  1965  crop.  Wheat  pro- 
ducers, however,  are  receiving  payments  under  the  1965  Wheat  Program  to  make 
up  for  much  of  this  drop.  Receipts  from  marketings  of  corn  were  down  about 
$120  million  due  to  a small  1964  crop  which  more  than  offset  somewhat  better 
prices.  A record  1965  corn  crop  is  indicated  up  about  18  percent  from  the 
drought  reduced  1964  crop.  Producers  of  feed  crops  have  received  supplemental 
payments  under  the  Feed  Grain  Program,  helping  to  bolster  incomes  this  year. 

Receipts  from  farm  marketings  of  cotton  through  September  were  esti- 
mated down  slightly  from  last  year  due  mainly  to  a lag  in  ginnings  and  also 
a drop  in  price  for  the  1965  crop.  However,  cotton  growers  who  held  their 
acreage  to  no  more  than  their  domestic  allotment  will  receive  supplementary 
payments  this  year  totaling  about  $70  million  compared  to  $39  million  in  1964. 
Tobacco  receipts  through  September  were  estimated  down  about  $55  million  from 
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last  year  due  mainly  to  a sharp  reduction  in  the  volume  of  marketings.  Re- 
ceipts from  soybeans  were  up  about  $150  million,  as  soybean  prices  averaged 
about  10  percent  higher  despite  slightly  increased  marketings.  The  1965  soy- 
bean crop  is  expected  to  exceed  last  year's  record  crop  by  23  percent. 

Receipts  from  potatoes  were  up  sharply  in  the  first  9 months  of  this 
year  due  to  exceptionally  high  prices  in  the  spring  and  early  summer.  Orange 
prices  declined  substantially  this  year--about  one-third--causing  a reduction 
in  receipts. 

For  all  of  1965,  Government  payments  to  farmers  are  expected  to  be 
around  $2.4  billion  compared  with  $2.2  billion  in  1964.  Payments  under  the 
Feed  Grain  and  Cotton  Programs  are  running  well  above  last  year's  rate. 

Production  expenses  through  the  first  3 quarters  were  running  at  an 
annual  rate  of  $30  billion,  up  about  $3/4  billion  from  the  1964  rate.  The 
index  of  prices  paid  for  production  items,  interest,  taxes,  and  wage  rates 
was  up  about  3 percent.  Prices  paid  for  production  items  were  well  above  a 
year  earlier  due  mainly  to  increases  in  prices  paid  for  feed  and  feeder  live- 
stock. Farmers  were  also  paying  more  for  motor  vehicles  and  farm  machinery. 
Prices  of  buildings  and  fencing  materials  also  showed  slight  increases.  Farm 
real  estate  tax  rates  and  interest  rose  again,  and  farm  wage  rates  increased 
more  than  usual. 

Realized  gross  farm  income  in  the  first  3 quarters  was  running  at  an 
annual  rate  of  almost  $44  billion,  up  sharply  from  January-September  1964. 
With  gross  income  rising  faster  than  expenses,  realized  net  farm  income 
through  September  was  at  an  annual  rate  of  $13.9  billion,  compared  with  the 
$12.9  billion  a year  earlier. 

Net  income  realized  per  farm  for  1965  probably  will  be  over  $4,100 
compared  with  the  $3,727  last  year.  Per  capita  disposable  personal  income  of 
the  farm  population  from  both  farm  and  nonfarm  sources  will  likely  rise  this 
year  and  be  record  high. 


INCREASE  IN  FARM  DEBT 

Farm  debt  is  increasing  rapidly  again  this  year.  Total  debt,  excluding 
CCC  loans,  may  rise  $3.4  billion  to  reach  $39.4  billion  by  the  end  of  the  year. 
This  would  be  the  fourth  consecutive  year  in  which  the  increase  in  total  debt 
has  been  around  $3  billion.  The  rise  has  been  about  10  percent  each  year 
(table  3) . 

Farm-mortgage  debt  continues  to  increase  in  line  with  the  trend  of 
recent  years.  At  midyear,  non-real-estate  farm  debt  was  6 percent  higher 
than  a year  earlier  (fig.  2) , but  indications  are  that  this  debt  is  now 
rising  more  rapidly  and  that  by  the  end  of  the  year  it  will  be  at  least 
7 percent  above  a year  earlier. 
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3/  Preliminary  estimate. 


CHANGE  IN  NON-REAL-ESTATE  FARM  LOANS 

Held  by  Ins  ured  Commercial  Banks  and 
Federally  Sponsored  Agencies,  1964-65^ 
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Figure  2 

Early  in  1965  the  volume  of  loan  advances  by  the  production  credit  as- 
sociations began  to  show  larger  increases  over  a year  earlier.  PCA’s  are 
important  sources  of  short-  and  intermediate-term  credit  to  farmers.  New 
cash  advances  in  the  first  quarter  were  2 percent  above  a year  earlier.  In 
the  second  quarter,  the  margin  above  a year  earlier  reached  12  percent,  and 
in  the  third  quarter,  17  percent.  The  expanded  loan  volume  has  been  greatest 
in  the  Omaha  and  Wichita  Farm  Credit  Districts,  where  new  borrowings  had  been 
slow  during  1964.  Cattle  raising  and  feeding  are  important  sources  of  income 
in  these  districts. 


Much  of  the  recovery  in  volume  of  non-real-estate  lending  probably 
reflects  the  widespread  further  improvement  this  year  in  cattle  prices  and 
incomes.  The  number  of  cattle  on  feed  October  1 was  7 percent  above  a year 
earlier.  Prices  in  recent  months  have  averaged  15-20  percent  higher  than 
last  year,  and  probably  a considerably  greater  amount  of  financing  is  being 
used  this  year  by  cattle  feeders  than  was  used  last  fall.  With  prospects  for 
favorable  returns  from  cattle  feeding,  lenders  are  reported  as  more  willing 
to  lend  than  they  were  last  year.  Restraints  imposed  in  1964  by  some  lenders 
are  reported  as  eased  this  year.  In  addition  to  the  direct  effect  on  lending 
volume  of  the  larger  investments  in  feeder  cattle,  the  improved  livestock 
prices  and  the  favorable  crop  prospects  have  probably  contributed  to  a general 
feeling  of  optimism  of  farmers  and  lenders.  Farmers  may  be  inclined  to  borrow 
and  invest  more  heavily. 
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Renewals  of  existing  PCA  loans  have  increased  less  this  year  than  new 
loans,  and  repayments  have  been  strong  in  recent  months.  Other  lenders  are 
probably  experiencing  similar  good  repajrments,  and  this  is  moderating  the 
rate  of  increase  in  non-real-estate  debt. 

The  condition  of  non-real-estate  loans  is  probably  a little  stronger 
this  year,  although  repayments  were  well  maintained  last  year  and  there  were 
few  delinquencies.  This  continued  strong  condition  of  loans  has  been  an 
important  factor  in  the  willingness  of  lenders  to  increase  their  farm  loan 
operations . 

A number  of  reporters  mentioned  increased  use  by  farmers  of  merchant 
and  dealer  credit,  or  of  credit  from  new  sources.  One  reporter  said: 

. .we  hear  more  about  farmer  demand  for  credit  at  the 
point  of  sale.  We  see  more  cooperative  corporations  dealing 
with  this  problem.  This  could  very  well  indicate  that  the 
farmer  is  seeking  credit  beyond  that  given  to  him  by  his  regular 
credit  associations  which  have  based  his  needs  and  limits  on 
established  credit  lines  . . . ." 

Another  reporter  commented: 

”...  the  high  demand  for  credit  has  resulted  in  in- 
creased numbers  of  offices  of  high-rate  financing  companies 
being  established  ...  to  lend  to  farmers.  There  has  also 
been  a modest  increase  in  the  number  of  storage  buildings  . . . 
and  of  big  farm  machinery  obtained  under  leasing  arrangements 
rather  than  purchase  . . . .” 


The  volume  of  farm-mortgage  recordings  in  the  first  half  of  1965  was 
11  percent  greater  than  in  the  corresponding  period  a year  earlier  (fig.  3). 
This  was  only  slightly  below  the  increase  in  the  first  half  of  1964  and  con- 
tinued the  trend  of  recent  years.  One  reporter,  commenting  on  the  debt 
situation,  said  the  demand  for  mortgage  credit  had  continued  at  a high  level 
for  a longer  period  than  any  other  time  in  his  years  of  experience. 

There  has  been  more  variation  than  usual  among  lenders  in  their  farm- 
mortgage  lending  volume  this  year.  Only  the  Federal  land  banks  showed  a 
larger  gain  in  recordings  in  the  first  half  of  1965  than  was  shown  last  year- 
38  percent  compared  with  28  percent.  The  life  insurance  companies  increased 
8 percent  compared  with  28  percent;  and  commercial  banks  5 percent  in  con- 
trast to  12  percent.  Loans  by  individuals  rose  only  1 percent  compared  with 
5 percent  a year  earlier.  Farmers  Home  Administration  lending  volume  was 
smaller  in  the  first  half  of  1965  because  of  a decline  in  insured  loans. 

Some  reporters  observed  that  the  land  banks  and  production  credit  asso 
ciations  were  teaming  up  more  commonly  in  their  farm  lending,  thus  providing 
a type  of  "one-stop”  long-,  short-,  and  intermediate-term  loans.  Interest 
rates  on  land  bank  loans  in  some  areas  were  lower  than  those  of  other  lenders 
These  may  have  been  some  factors  in  the  sharper  rise  in  lending  by  the  land 
banks . 
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CHANGE  IN  FARM  MORTGAGE  RECORDINGS 

All  Lenders,  Jan. -June  1964  to  Jan.  June  1965 


U.  S.  DEPARTMENT  OF  AGRICULTURE  NEC.  ERS  4009  - 65  (10)  ECONOMIC  RESEARCH  SERVICE 


Figure  3 


In  the  third  quarter  of  1965,  loans  of  the  land  banks  showed  relatively 
less  rise  than  in  the  first  half  of  the  year.  "New  money"  advanced  in  the 
third  quarter  was  up  10  percent  from  the  third  quarter  of  1964,  while  the 
rate  of  increase  in  the  first  half  of  the  year  was  40  percent.  If  this 
slower  rise  in  land  bank  lending  continues,  and  other  lenders  do  not  increase 
their  volume,  the  rise  in  mortgage  debt  will  become  less  rapid. 

Fears  about  the  buildup  in  farm  debt  appear  to  have  subsided  this  year. 
Last  fall,  several  reporters  thought  the  growth  of  deht  reflected  a deteri- 
orating income-cost-asset  position  for  many  farmers.  In  reports  this  year, 
there  has  been  frequent  recognition  of  need  for  increased  credit  and  many 
illustrations  of  the  constructive  uses  made  of  this  credit. 

Conspicuous  among  the  uses  reported  this  year  were  the  financing  of 
investments  to  enlarge  individual  farming  operat ions--especially  the  pur- 
chasing, stocking,  and  equipping  of  additional  acreages,  and  the  replacing 
of  obsolete  equipment  with  larger  machines  or  machines  better  adapted  to 
newer  technologies.  Land  clearing  or  other  improvements  were  frequently 
noted.  Commonly  mentioned  was  the  financing  of  new  houses  or  housing  im- 
provements . 
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A mid-1965  survey  by  the  American  Bankers  Association  indicated  that 
fully  half  of  the  farm  loan  volume  from  commercial  banks  was  owed,  by  farmers 
who  "have  . . . made  substantial  adjustments--either  enlargements  or  changes 
in  the  nature  of  the  (farming)  operation--during  the  past  5 years.” 

Related  to  the  further  increases  in  size  of  farm  operating  units,  the 
increases  in  farm  debt  during  the  year  continued  to  be  principally  the  result 
of  increases  in  loan  amounts  per  borrower  rather  than  increases  in  the  number 
of  borrowers.  The  dollar  amount  of  farm-mortgage  recordings  in  the  first  half 
of  1965  was  11  percent  higher  than  a year  earlier;  the  number  of  loans  made 
was  up  1 percent.  Loans  of  production  credit  associations  on  June  30,  1965, 
were  up  8 percent  from  a year  earlier  in  total  amount  compared  with  an  in- 
crease of  only  1 percent  in  the  number  of  borrowers. 

Competition  among  lenders,  and  the  partly  related  easing  of  lending 
terms,  were  noted  less  frequently  in  this  year's  reports.  A number  of 
reporters,  however,  indicated  that  mortgage  loan  amounts  per  acre  were  con- 
tinuing to  rise.  Supplies  of  loanable  funds  remained  large. 

Among  the  changes  in  loan  terms  reported  were  further  increases  in 
the  use  of  intermediate-term  credit  and  longer  terms  on  such  loans.  One 
reporter  stated  that  some  lenders  had  found  borrowers  made  better  progress 
on  their  loans  when  definite  repayments  were  scheduled  over  a period  of 
years,  rather  than  when  the  more  flexible  repayment-renewal  methods  were 
used.  Among  the  changes  noted  in  mortgage  loans  was  apparently  some  increase 
in  the  number  of  loans  made  with  little  or  no  repayments  scheduled  in  the 
earliest  years  of  the  loan.  Such  loans  may  help  borrowers  when  their  need 
for  credit  is  greatest,  but  unless  the  borrowers'  debt  repayment  capacities 
are  increasing,  the  risk  of  loss  may  be  increased. 

Altogether,  1965  was  another  year  in  which  farmers  continued  to  use 
larger  amounts  of  credit.  Most  available  statistics,  and  the  majority  of 
the  individual  reports  indicate  that  most  of  this  credit  was  put  to  good  use 
by  farmers  in  improving  their  farms  and  farming  operations  and  maintaining 
or  improving  their  earnings.  Farmers  will  likely  continue  to  borrow  and 
invest  heavily  in  1966. 

Open-Account  Credit  From  Cooperatives 

Farmers  expenditures  for  feed,  fertilizer,  farm  chemicals,  seed,  lime, 
repairs  and  operation  of  capital  items,  and  miscellaneous  farm  operating 
expenses  in  1965  will  be  from  1 to  2 percent  above  the  $15.6  billion  spent 
in  1964  for  these  goods  and  services.  Outlays  for  such  items  now  account 
for  50  to  55  percent  of  total  farm  production  expenses.  Often  these  items 
are  purchased  on  "open  account”  by  farmers-- that  is  the  farmer  simply  has 
the  items  charged  to  his  account  and  will  be  billed  for  them  later.  Usually 
no  interest  is  charged  for  such  credit  but  sometimes  discounts  are  given  if 
the  account  is  paid  within  a few  days  after  purchase. 

Insight  into  farmers  use  of  open-account  credit  for  such  items  was 
obtained  from  a survey  of  11  farm  supply  cooperatives  in  October  1965.  The 
reporting  cooperatives  were  located  in  all  regions  of  the  48  States  except 
the  Mountain  States.  Some  operated  regionally  while  others  operated  within 
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State  boundaries.  Total  annual  sales  volume  of  the  reporting  firms  was  in 
excess  of  $1.2  billion  in  1964.  Their  combined  estimates  indicated  close  to 
a 6 percent  rise  in  sales  in  1965.  An  expected  6 to  7 percent  increase  was 
reported  for  1966.  Their  1965  estimated  sales  were:  Feed,  $393  million, 

32  percent  of  total  sales;  petroleum  products,  $291  million,  23  percent; 
fertilizer,  $222  million,  20  percent;  tires,  batteries,  and  accessories, 

$68  million,  6 percent;  seed,  $39  million,  3 percent;  agricultural  chemicals, 
$36  million,  3 percent;  all  other,  $165  million,  13  percent. 

As  in  past  years,  use  of  open-account  credit  by  farm  operators  trended 
higher  in  1965.  In  total,  the  11  respondents  to  the  survey  reported  that 
almost  80  percent  of  their  retail  business  was  on  open-account  credit  in 
1964.  They  estimated  that  in  1965,  such  sales  would  be  slightly  over  81  per- 
cent of  total  volume.  Ten  of  the  11  associations  indicated  that  open-account 
credit  sales  accounted  for  two-thirds  or  more  of  their  total  sales  volume 
(excluding  installment  credit  sales);  nearly  half  reported  that  85  percent  or 
more  of  their  sales  were  open-account  credit  sales.  The  proportion  of  open- 
account  credit  sales  (dollar  volume)  ranged  from  55  percent  to  90  percent  of 
total  volume  for  all  respondents.  The  amount  of  this  type  of  credit  extended 
by  cooperatives  varies  in  accordance  with  both  the  credit  policies  of  indi- 
vidual sellers  and  the  differences  in  requirements  of  their  customers. 

Most  of  the  respondents  expected  their  credit  business  to  be  the  same 
or  greater  in  the  coming  year.  However,  at  least  2 of  the  cooperatives  have 
revised  their  credit  systems  and  expect  the  volume  of  credit  sales  to  decline 
in  1966.  One  of  the  firms  planned  to  grant  a discount  for  cash  purchases, 
the  other  intended  to  add  a service  charge  to  account  balances  that  were  more 
than  30  days  overdue. 

Favorable  credit  experience  was  indicated  by  the  6 respondents  who 
provided  information  about  the  aging  of  their  retail  accounts.  Each  of  these 
firms,  all  located  in  the  Corn  Belt  and  Southeast,  said  that  the  proportion 
of  their  retail  volume  classed  as  "current”  was  the  same  or  greater  in  1965 
than  in  1964.  With  a single  exception  they  reported  the  proportion  of  ac- 
counts 31  days  or  more  past  due  remained  unchanged  or  declined  from  a year 
ago.  Apparently  there  has  been  some  improvement  this  year  in  the  ability 
of  farmers  to  meet  their  obligations  when  due. 
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REGIONAL  SITUATION  AND  OUTLOOK 

NORTHEAST 


Regional  Hif^lights 


Cash  receipts  from  farm  marketings,  Jan.-Axag. 
Total 

Crops-— — — 

Livestock — — - — -- 

Market  value  of  farm  real  estate,  March  1-  — - 
Farm  real  estate  debt,  Jan.  1--— ----------- - 

Farm-mortgage  recordings,  Jan.-June---------- 

Non-real-estate  loans  held  by  reporting 

lenders,  July  1 


Cash  receipts  from  farm  marketings  for  the  first  8 months  of  1965  in 
the  Northeast  were  nearly  7 percent  above  1964.  Only  New  Hampshire  and  New 
Jersey  showed  decreases,  and  these  were  relatively  small.  Improved  returns 
to  potato  growers  following  several  years  of  very  low  receipts  highlighted 
the  income  situation.  Aroostook  County,  Me.,  had  the  rare  combination  of 
a good  1964  crop  and  very  good  prices  during  the  marketing  season  in  early 
1965.  Total  crop  receipts  in  Maine  through  August  1965  were  90  percent 
above  the  same  period  in  1964'.  The  potato  crop  harvested  this  fall,  how- 
ever, is  being  sold  at  lower  prices.  Incomes  of  broiler  producers  have 
been  better  this  year  than  last  because  of  higher  production  and  increased 
prices.  Egg  prices  were  at  record  lows  early  in  1965  but  are  now  substan- 
tially above  a year  ago. 

The  drought  which  has  continued  for  several  years  in  many  sections  of 
the  Northeast  may  have  had  the  greatest  impact  on  dairying.  Pastures  have 
been  inadequate,  and  the  hay  and  corn  crops  have  frequently  been  poor.  A 
late-August  frost  also  damaged  corn  in  widespread  areas  of  the  region.  As 
of  October  8,  eligible  farmers  in  136  of  the  248  counties  in  the  Northeast 
could  buy  feed  grain  at  reduced  cost  under  the  USDA  Livestock  Feed  Program, 
and  in  81  counties  they  could  graze  livestock  and  harvest  hay  on  land  retired 
or  diverted  from  crop  production.  Higher  expenditures  for  feed  concentrates 
and  roughage  reduced  net  incomes  for  dairymen.  Milk  production,  however,  has 
been  generally  maintained. 

This  was  a good  year  for  fruit  and  vegetable  growers.  The  grape  crop 
in  Erie  County,  Pa.  , may  be  the  largest  on  record.  In  some  parts  of  the  region, 
rains  occurred  when  most  needed.  In  other  places,  notably  southern  New  Jersey, 
expensive  irrigation  was  necessary  to  make  good  crops.  Some  growers  invested 
for  the  first  time  in  ponds  and  irrigation  equipment. 

In  commenting  on  factors  affecting  net  income,  several  reporters  re- 
ferred to  high  real  estate  taxes  and  to  the  high  cost  and  scarcity  of 
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ecanpetent  labor.  But  the  demand  for  -workers  in  Indiistry  has  also  provided  many 
farmers  an  opportunity  for  supplemental  income. 

Donand  for  credit  has  been  heavy particularly  for  expansion  and  modern- 
ization of  operations.  One  insurance  company  reported  long-teim  loans  were  in 
demand  by  dairy  farmers  to  convert  to  free-stall  barns,  milking  parlors,  and 
automatic  feeding.  Drought  has  resulted  in  some  loan  renewals  and  extra  bor- 
rowing to  pay  for  feed  and  roughage.  Generally,  loan  delinquencies  are  small, 
although  they  are  up  for  seme  dairymen  and  othrs  in  drought  areas.  Unpaid 
operating  loans  were  indicated  for  many  New  Jersey  vegetable  growers,  especially 
those  with  large  irrigation  expenses.  Broiler  and  potato  producers  in  the 
region  were  able  to  reduce  their  delinquencies. 

Credit  for  farmers  continues  to  be  generally  available,  and  no  important 
changes  have  occurred  in  lending  policies  or  in  interest  rates.  As  in  other 
regions,  the  general  trend  has  been  toward  longer  tern,  larger  loans  made 
necessary  by  the  Increasing  size  and  investment  in  farms.  One  real  estate 
lender  commented  that  "the  time  is  rapidly  approaching  when  it  will  be  the 
exception,  rather  than  the  rule,  for  a farmer  to  pay  for  an  equipped  and  stocked 
farm  in  a lifetime."  Some  banks,  especially  country  banks,  have  limited  re- 
sotirces  for  such  loans,  and  were  reported  to  be  tightening  up  in  a few  areas. 

Most  lenders  reported  that  farm  people  had  relatively  few  financial 
reserves.  However,  their  living  levels  were  being  maintained  or  Improved. 

Land  values  and  equities  continue  to  rise,  and  buildings  and  equipment  gener- 
ally are  in  good  condition.  Farmers  frequently  depend  upon  nonfarm  income  to 
supplement  farm  receipts.  Demand  for  additional  land  remains  strong  and  the 
supply  continues  limited.  Many  are  selling  out  and  leaving  farming,  especially 
operators  of  small  dairy  farms  in  northern  New  England  and  northern  New  York. 

During  the  coming  winter  and  spring,  dairymen  in  dry  areas  will  need  to 
buy  more  than  the  usual  amount  of  hay  and  grain.  Recent  rains,  however,  have 
broken  the  prolonged  drought  in  some  sections  and  the  hope  for  1966  is 
increased  yields  and  lower  costs.  Prices  of  beef,  pork,  milk,  and  other 
products  are  not  expected  to  change  much  from  current  levels.  Potato  and  some 
poultry  prices  will  probably  be  lower  in  the  next  few  months  than  a year  ear- 
lier, but  good  recent  returns  have  helped  these  producers  improve  their  debt 
situation.  The  major  trends  in  1966  will  probably  be  the  same  as  in  recent 
years:  fewer  and  larger  farms,  improvement  and  modernization  of  buildings,  and 

Increased  use  of  equipment  and  machinery  to  improve  labor  productivity.  Danand 
for  credit  will  remain  high  and  funds  will  be  adeqmte,  but  probably  at 
slightly  higher  interest  rates. 
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lake  states 


Regional  Highli^ts 


Cash  receipts  from  farm  marketings*  Jan.-Ang. 
Total-”---  — — ........ 

Crops- — — .................. 

Livestock  and  products----------  - - ------ 

Market  value  of  fsnm  real  estate*  March  1-  — -. 
Farm  real  estate  debt*  Jan.  1-- — 

Farm-mortgage  recordings*  Jan. -June-- .... 

Non-real-estate  loans  held  by  reporting 

lenders*  July  1 


Faim  receipts  for  the  Lake  States  Region  should  he  somewhat  greater  in 
1965  than  during  1964.  Although  costs  have  increased,  farmers  will  likely  end 
the  year  in  an  Improved  financial  position.  This  Improvement  is  expected  to 
continue  into  I966. 

Favorable  hog  and  cattle  prices  and  Increased  sales  of  livestock  and 
livestock  products  contributed  to  larger  receipts  and  the  strengthening  of  the 
financial  position  and  outlook  for  livestock  producers.  Milk  production  is 
responding  to  better  breeding  and  Improved  feeding.  Slightly  higher  milk  pro- 
duction and  a little  price  improvement  are  resulting  in  higher  incomes  from 
dairy  products  than  last  year.  However,  poor  pastures  and  feed  shortages  de- 
creased midsummer  milk  production  in  southern  Michigan.  Dairy  farmers  in  this 
area  will  probably  have  to  buy  hay  and  grain  to  maintain  production  this  winter. 
Fall  rains  have  greatly  improved  pastures.  Feed  supplies  will  generally  be 
adequate  elsehwere  in  the  region. 

Crop  output  will  probably  be  above  last  year.  However,  cash  and  feed 
crops  were  damaged  by  drought  this  summer  in  Michigan.  In  Minnesota  and 
Wisconsin,  cold,  wet,  fall  weather  prevented  timely  hairvestlng  of  small  grains 
and  flax,  and  delayed  maturity  of  row  crops  such  as  com  and  soybeans.  Heavy 
frosts  late  in  September  will  reduce  production  in  the  northern  two-thirds  of 
Wisconsin  and  Minnesota,  and  in  northern  Michigan.  Some  corn  planted  for  grain 
will  now  be  harvested  for  silage.  The  more  productive  southern  counties,  how- 
ever, generally  were  less  affected.  Sugar  beet  prospects  Improved  with  the 
fall  rains,  but  dry  bean  quality  was  hurt. 

Fruit  prices  are  mostly  unchanged  or  higher.  Production  is  down  from 
the  last  yearns  record.  Tart  cherry  production  was  good,  but  this  year’s  crop 
plus  a heavy  carryover  from  last  year  have  combined  to  hold  down  prices  and 
Incomes.  Some  cherry  producers  are  facing  financial  difficiiltles  and  will  not 
replace  older  trees.  Some  plan  to  discontinue  production. 

Off-farm  Income  is  increasing  as  farm  families  seek  higher  Incomes  by 
working  more  off  the  farm.  Off-farm  employment  opportunities  are  generally 
good  due  to  a favorable  economic  situation.  In  northern  areas  of  the  Lake 
States  Region,  farming  is  becoming  less  important.  Recreation  was  reported  as 
an  increasingly  significant  source  of  Income. 
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Production  costs  continue  increasing  as  prices  of  lator  and  other  inputs 
continue  upward.  Capital  expenditures  have  increased.  Spending  for  more 
modem  and  larger  equipment^  automohiles^  and  trucks  is  greater  than  last  year. 
The  trend  to  narrow-row  planting  of  row  crops  has  provided  added  stimulus  to 
equipment  sales. 

Land  prices^  responding  to  demand  for  farm  enlargemoit  and  for  nonfarm 
use,  continue  to  increase,  hut  not  as  fast  as  in  other  regions.  Good  farmland 
is  reported  to  he  selling  quickly.  Real  estate  taxes  moved  upward  slightly. 

Use  of  credit  has  increased,  hut  the  increase  has  heen  less  than  last 
year.  Land  purchases  at  slightly  higher  prices  account  for  most  of  the  mild 
increase  in  long-term  credit.  Long-term  interest  rates  are  unchanged.  Short- 
term rates  may  he  up  slightly.  Lending  experience  has  heen  most  favorable. 
Delinquencies  and  foreclosures  are  at  low  levels. 

Living  standards  on  farms  are  Improving.  Farmers  are  reported  to  he 
buying  more  appliances  and  other  household  items.  In  part,  this  is  due  to 
better  farm  incomes  and  also  the  growing  Importance  of  nonfarm  income. 

Savings  and  reserves  of  farmers  will  remain  about  the  same  in  1966  as 
this  year.  One  respondent  Indicated  that  there  is  greater  interest  among 
farmers  in  buying  life  insurance  policies. 


CORN  BELT 


Regional  Hirfilights 


Cash  receipts  from  farm  meoketings,  Jan.-Atig. 
Total— 

Cr'jps--- 

Livestock  and  products— --------  — ------ 

Nfaxket  value  of  farm  real  estate,  March  1-  — - 
Farm  real  estate  debt,  Janvjary  1------------- 

Farm- mortgage  recordings,  Jan.-June-— ------- 

Non- real -estate  loans  held  by  reporting 

lenders,  July  1 


1964 

(Million 

1965. 

dollars) 

Change 

(Percent) 

- 4,959 

5,254 

6.0 

- 1,671 

- 3*288 

1,613 

3,641 

-3.5 

10.7 

• 1 • 

35,896 

3,829 

639 

5.3 

9.7 

15.9 

2,344 

5.0 

The  net  farm  income  of  Corn  Belt  farmers  is  up  considerably  frcm  last 
year.  Receipts  from  crop  marketings  were  down  in  the  first  8 months  because  of 
reduced  production  in  1964.  But  receipts  from  livestock  and  livestock  products 
•were  up  sharply,  and  total  receipts  were  higher.  Moreover,  because  of  favor- 
able feeding  margins,  net  returns  to  cattle  feeders  and  hog  producers  have  been 
much  larger  than  in  1964.  Marketings  of  crops  this  fall  will  be  large,  reflect- 
ing the  record  I965  harvests. 

Bumper  crops  of  corn  and  soybeans  this  fall  have  set  record  yields  per 
acre  in  nearly  every  State.  Generally  excellent  weather,  increased  use  of 
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fertilizer,  Improved  machinery,  and  "better  fanning  methods  have  contributed  to 
the  increased  yields.  Com  yields  this  year  for  the  5 Com  Belt  States  are 
expected  to  average  86  bushels  compared  with  73  bushels  for  1964,  and  8l  for 
1963.  However,  spring  planting  was  delayed  and  harvesting  is  running  late 
this  fall  because  of  excessive  rain  and  storms. 

Com  production  for  the  region  was  estimated  on  October  1 at  22  percent 
over  last  year  and  7 percent  above  the  prior  record  in  1963*  Soybean  produc- 
tion also  was  estimated  to  be  22  percent  above  last  year. 

Pasture  conditions  were  reported  the  best  in  several  years  throughout 
most  of  the  region.  The  only  exceptions  were  in  parts  of  southern  Missoirrl, 
northern  Iowa,  and  western  Ohio  beca-use  of  midsummer  drought. 

The  market  value  of  farmland  continued  upward,  rising  5 percent  from 
March  of  last  year  to  March  of  this  year.  Many  lenders  commented  about  the 
rising  level.  Few  farms  are  for  sale,  but  many  famers  are  seeking  to  buy 
additional  acreage  to  enlarge  their  operations. 

Farm  real  estate  debt  outstanding  January  1,  1965^  in  the  Com  Belt 
States,  Increased  10  percent  over  a year  earlier.  The  volume  of  farm-mortgage 
loans  recorded  by  all  lenders  was  I6  percent  larger  in  the  first  half  of  I965 
than  in  the  first  half  of  1964.  The  trend  has  been  toward  larger  real  estate 
loans,  with  higher  loan-to-value  ratios,  longer  term,  and  smaller  annual 
repayment  requirements. 

Non-real-estate  debt  rose  5 percent  in  the  Com  Belt  States  in  the  12 
months  ended  June  1965*  There  was  an  8-percent  Increase  for  the  first  half  of 
1965,  up  from  6 percent  a year  earlier.  One  reason  for  the  larger  rise  this 
year  was  the  increase  of  5 percent  over  a year  earlier  in  the  number  of  cattle 
on  feed  July  1,  1965.  Prices  of  feeder  cattle  have  also  been  running  at  a 
higher  level.  But  feeding  margins  were  high  enough  to  encourage  more  cattle 
feeding  and  thus  increased  use  of  borrowed  capital. 

Most  lenders  report  an  ample  supply  of  credit  available  to  Corn  Belt 
farmers  this  year,  with  strong  competition  among  lenders  for  good  loans. 

Several  lenders  indicated  that  their  farm  loans  were  in  a stronger  position 
this  fall.  They  reported  placing  more  emphasis  on  management  ability  than  in 
previous  years.  Others  reported  making  larger  loans  with  more  flexible  terms, 
especially  to  farm  operators  who  were  the  better  managers. 

Farm  purchases  of  machinery  are  at  a high  level  this  fall,  after  a slow 
start  early  in  the  year.  With  record  crops  and  numerous  reports  of  a short 
supply  of  labor,  farmers  have  purchased  increased  ambers  of  larger  tractors  and 
larger  items  of  other  farm  machinery.  There  have  been  increased  famn  expendi- 
tures for  new  kinds  of  narrower  30-inch  row  equipment  that  permit  closer  plant- 
ing and  contribute  to  higher  yields.  An  increasing  nmber  of  Corn  Belt  farmers 
were  reported  to  be  leasing,  rather  than  pmchasing,  some  big  farm  machinery. 

Demand  for  farm  credit  is  expected  to  continue  upward  as  Corn  Belt  farm 
operators  invest  further  to  increase  their  efficiency.  Both  real  estate  and 
non -real-estate  farm  debt  will  probably  continue  up  in  1966.  Better  incomes 
and  further  increases  in  land  values  will  permit  equities  of  some  farmers  to 
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Increase  ‘but  overall,  vlth  the  large  amount  of  borrowing,  the  equlty-to-asset 
ratio  will  probably  continue  declining  slowly,  as  it  has  been  the  past  few 
years. 


APPALACHIAN  AND  SOUTHEAST 


Regional  Highlights 


Casii  receipts  from  farm  market ings»  Jan. -Aug. 
Total-— ------  — 

Crops--—- — 

Livstitcck  and  products— — - 

Market  value  of  farm  real  estate,  March  1-— - 
Farm  real  estate  debt,  Jan.  1-— ---- — ------ 

Farm- mortgage  recordings,  Jan.-June--------- 

Non- real-estate  loans  held  hj  reporting 
lenders,  July  1 — — — — 


1964 

(Million 

1965^ 

dollars) 

Change 

(Percent) 

2,995 

3,131 

4.5 

1,433 

1,562 

2.4 

6.5 

20,940 

2,305 

430 

22,351 

2,601 

i*94 

6.7 

12.8 

15.0 

1,279 

1,382 

8.0 

The  financial  position  of  Appalachian  and  Southeastern  Region  farmers 
improved  somewhat  in  1965^  and  the  outlooh  is  favorable  for  1966. 

Receipts  from  crop  sales  are  up  slightly.  Weather  has  been  generally 
favorable.  Perhaps  the  most  important  exception  was  excessive  rainfall  in  the 
North  Carolina  and  Virginia  cotton  areas.  This  resulted  in  heavy  boll  weevil 
infestation  and  a reduced  cotton  crop.  Income  from  the  sale  of  cotton  is 
down.  However,  cotton  growers  who  held  acreage  within  their  domestic  allot- 
ments will  also  receive  direct  Government  payments.  Production  of  flue-cured 
tobacco  is  down  substantially.  Under  the  new  acreage-poundage  program  adopted 
for  1965  limits  were  placed  on  the  number  of  pounds  that  growers  could  market. 
This  decreased  production  will  probably  not  be  fully  offset  by  better  tobacco 
quality  and  higher  prices. 

Yields  of  most  other  crops  are  expected  to  be  considerably  above  last 
year.  Production  of  soybeans,  com,  and  peanuts  are  all  substantially 
improved.  Income  from  these  crops,  along  with  sizable  increases  in  income 
from  pecans,  peaches  and  other  crops,  will  increase  receipts  from  all  crops 
over  last  year. 

Sugarcane  and  vegetables  in  Florida  were  damaged  by  severe  freezes. 
Sugar  prices  are  lower,  and  Income  from  sugarcane  will  be  reduced.  Although 
citrus  production  increased  for  1965^  prices  declined  and  Income  will  not 
improve  significantly. 

Cash  receipts  from  livestock  and  livestock  products  for  the  first  8 
months  of  I965  were  up  significantly  from  a year  earlier.  This  improved 
situation  should  continue  into  1966.  Cattle  prices  are  higher,  and  marketings 
of  cattle  will  be  as  laxge  as  last  year.  With  production  of  pork  down  some- 
what, prices  are  much  improved.  Turkey  and  broiler  production  is  up  signifi- 
cantly, and  prices  are  up.  Milk  prices  are  not  greatly  different  from  a year 
ago,  but  dairy  production  may  be  down  somewhat. 
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Government  payments  probatly  vlll  show  little  overall  change  this  year. 
Important  benefits  may  accrue  to  persons  in  these  regions  under  the  Economic 
Opportunities  Act.  The  Appalachian  Regional  Development  Act  should  also  pro- 
vide an  economic  stimulus. 

Production  expenses,  including  labor  costs,  continued  to  edge  upward  as 
nonfarm  inputs  vere  used  in  greater  proportions.  Prices  were  higher  for  non- 
farm inputs  such  as  machinery,  fertilizer  and  insecticides  as  well  as  for  some 
farm-produced- in puts.  The  most  efficient  farmers  may  have  Increased  their 
savings  and  reserves.  Reserves  of  others  are  ■unchanged  or  do'wn  slightly. 
Expenditures  for  maintenance  of  farm  buildings  and  equipment  are  reported  to  be 
little  changed  from  last  year. 

Many  farmers  who  would  otheivise  be  -underemployed  continue  to  obtain 
part-time  nonfarm  employment.  The  migration  from  agriculture— particularly  by 
young  people — continues.  With  substantial  income  from  nonfarm  employment  and 
higher  farm  income,  farm  people  are  reported  to  be  improving  their  level  of 
living.  Social  Security  benefits  are  Important  to  many  older  people  in  these 
regions . 

Demand  for  credit  has  been  strong,  and  there  is  sufficient  money  for 
lending.  As  a result,  total  farm  debt  is  increasing.  Available  credit  and 
strong  demand  for  land  have  combined  to  continue  the  long-term  upward  movement 
of  land  prices.  Real  estate  debts  are  increasing  both  because  of  land  buying 
and  because  seme  farmers  are  refinancing  short-term  loans  to  stretch  out  their 
repayment  periods.  Eon-real-estate  debts  were  continuing  to  increase  as  a 
result  of  greater  borrowing  for  production  expenses  and  equipment.  Interest 
rates  are  generally  unchanged.  Favorable  lending  experience  is  reported  in 
most  areas.  Delinquencies  and  foreclosures  are  uncommon,  and  repayments  are 
ahead  of  last  year.  Some  financial  problems  were  again  reported  among  citrus 
growers  who  were  hit  hard  by  the  December  I962  freeze. 


DELTA  STATES 


Regional  Higfalipjits 


Cash  receipts  from  farm  maricetings,  Jan. -Aug. 

Total----------------------- — — — -- 

Livestock  and  products— - 

Ifarket  value  of  farm  real  estate,  Jfexch  1-  — - 

Farm  real  estate  debt,  Jan.  1 

Farm- mortgage  recordings,  Jan.-June — 

Non- real -estate  loans  held  by  reporting 

lenders,  July  1 


196^^ 

(Million 

1965^ 

dollars) 

Change 

(Percent) 

810 

859 

6.1 

CM  CO 

5§ 

3.4 

7.8 

6,742 

837 

187 

223 

6.5 

15.2 

19.0 

553 

610 

10.2 

The  Delta  Region  economy  appears  to  be  expanding  rapidly.  Farmers  con- 
tinued to  Improve  their  financial  position  this  year.  During  the  first  8 months 
of  1965^  gross  income  increased  sharply. 
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Receipts  from  livestock  are  particularly  favoratle  due  to  larger  market- 
ings at  higher  prices.  Broiler  production  is  up^  and  prices  are  slightly 
higher  than  a year  ago. 

Cotton  production  likely  will  he  a little  lower  than  last  year.  Cotton 
quality  vas  hurt  hy  hurricane  "Betsy."  Prices  are  lower  due  to  lower  support 
prices.  However,  farmers  "who  held  acreage  within  their  domestic  allotment  will 
receive  direct  payments. 

Sugarcane  tonnage  was  reduced  considerably  hy  the  hurricane.  Favorable 
post-hiuricane  weather  will  result  in  some  straightening  of  the  stalks  and 
should  ease  mechanical  harvesting,  hut  harvesting  costs  will  he  high. 

Soybean  production  is  Increasing  rapidly  due  to  expanded  acreage  and 
higher  yields.  Prices  received  for  the  19^5  crop  will  he  lower  than  last  year. 
Better  fall-moisture  conditions  have  Improved  production  prospects,  which  were 
already  high. 

Rice  production,  based  on  October  1 indications,  is  well  above  last 
year.  There  are  some  reports  of  shattering,  but  rice  harvesting  was  well  along 
before  the  storm  hit  the  region,  and  output  may  set  a record.  Rice  prices  are 
down  slightly,  but  income  should  be  as  good  or  better  than  last  year.  The  corn 
crop  looks  favorable  despite  some  stom  damage.  Harvesting  may  be  slowed  because 
of  down  com. 

The  market  value  of  farm  real  estate  on  Mar’ch  1,  19^5 ^ was  up  6.5  percent 
from  a year  earlier.  Farm  operators  are  spending  more  for  land,  land  improve- 
ments, and  for  new  and  heavier  machines.  Equipment  continues  to  be  upgraded. 

Hon-real-estate  farm  loans  outstanding  on  July  1,  19^5 ^ were  up  over  10 
percent  from  last  year.  Farm-mortgage  recordings  were  up  I9  perc^t  during  the 
first  half  of  1965*  Credit  use  is  expanding  rapidly,  lending  apparently  has 
been  liberal,  and  interest  rates  are  stable.  Few  difficult  debt  sitmtlons  are 
evident.  Loan  repayment  is  good,  and  delinquencies  are  few.  Farmers*  savings 
do  not  appear  to  have  changed  greatly.  Money  not  needed  for  current  operating 
expenses  or  family  living  is  being  reinvested  in  capital  Improvements. 

Farm  production  costs  are  increasing.  In  part,  this  is  due  to  higher 
wages.  Higher  labor  costs  are  also  providing  an  added  stimulus  to  further 
mechanization . 

Living  levels  for  many  farm  people  in  the  region  are  Improving.  Govern- 
ment payments  will  probably  total  slightly  more  than  last  year,  and  Social 
Security  payments  remain  an  important  source  of  income. 


\i 
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SOUTHERN 


PLAINS 


Regicmal  Hi^lights 


Cash  receipts  from  farm  marketings,  Jan. -Aug. 
Total-— 

Crops-  — — — 

Livestock-- 

Market  value  of  fanr.  real  estate,  Meircb  1---- 

Farm  real  estate  debt,  Jan.  1— -------------- 

Fetrm-mortgege  recoiniings,  Jan. -June- -------- - 

Non- real-estate  loans  held  by  reporting 

lenders,  July  1— — 


1964 

(Million 

1965  ^ 

dollars ) 

Change 

(Percent) 

1,709 

1,828 

7.0 

798 

911 

981 

6.1 

7.7 

19,316 

1,596 

326 

345 

7.9 

15.8 

5.8 

1,177 

1,235 

4.9 

S outhern  Plains  crop  production  -was  alove  last  year  and  letter  than 
average.  Wheat  production  vas  up  one-third.  Grain  sorghum  production  vas  up 
one-fourth.  The  Texas  rice  harvest  vas  up  6 percent.  Cotton  yields  were  up, 
and  production  exceeded  that  of  1964  hy  almost  15  percent,  although  acreage  was 
reduced.  Production  of  all  hay  increased  10  percent.  Pasture  condition  as  of 
October  1,  1965/  vas  generally  much  improved  over  1964  hut  still  slightly  helow 
average. 


The  improvement  in  pasture  conditions  and  hay  production,  along  with  the 
increase  in  livestock  prices,  have  brightened  the  prospects  of  ranchers  and 
livestock  feeders.  Feeder  calves  are  being  grazed  longer,  and  selling  weights 
are  heavier  than  in  the  drought  year  of  1964. 


The  financial  condition  of  farmers  and  ranchers  in  the  Southern  Plains 
apparently  is  moderately  stronger  than  a year  earlier.  Increased  crop  output 
and  the  livestock  price  rise  have  resulted  in  greater  cash  receipts  from  farm- 
ing. Continuation  and  in  seme  sections  increases  of  off-farm  employment,  help 
to  maintain  and  raise  the  level  of  living  of  farmers.  However,  opportunities 
for  off-farm  employment,  in  some  localities,  aggravate  the  already  general 
shortage  of  farm  labor. 

The  demand  for  short-term,  intermediate-term,  and  long-term  credit  will 
continue  strong.  Rising  costs  of  production,  due  mainly  to  the  use  of  more 
purchased  inputs,  will  sustain  the  need  for  short-term  credit. 

The  need  for  intermediate-term  loans  to  finance  purchases  of  farm 
machinery  and  equipment  is  increasing  and  is  expected  to  gain  further  during 
the  rest  of  I965  and  into  I966.  Many  farmers  who  had  to  delay  machinery  and 
farm-lmprovonent  expenditures  because  of  unfavorable  conditions  the  past  few 
years  will  new  be  able  to  make  these  expenditures.  Also,  as  one  reporter  put 
it,  "Trading  to  increase  the  size  of  equipment  is  probably  as  much  a factor  as 
numbers  purchased.  Tightness  of  the  labor  supply  in  some  Instances  has 
encouraged  purchases  of  larger  equipment  to  reduce  the  need  for  workers  . . . . 

Long-term  loans  to  finance  capital  Improvements  and  acquisition  of 
farmland  will  continue  in  high  demand. 
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LoanalDle  funds  vlll  likely  Toe  adequate.  There  were  reports,  however, 
that  availahility  of  short-term  loans  may  he  inadequiate  in  some  areas  where 
farm  incomes  have  heen  low  for  several  consecutive  years. 

Interest  rates  are  expected  to  remain  the  same  or  possibly  Increase 
slightly. 


Reporters  frequently  mentioned  that  as  money  became  less  plentiful  and 
as  the  average  size  of  loan  increased,  farmers  who  showed  good  management 
ability  and  who  kept  adequate  farm  records  would  be  more  likely  to  obtain 
adequate  financing. 

NORTHERN  PLAINS 


Regional  High lights 


Cash  receipts  from  farm  marketings*  Jan. -Aug. 

Total-- — ......  ............. 

Crops--- 

Livestock — — ----  - — — - 

Market  value  of  farm  real  estate*  March  1---- 

Farm  real  estate  debt*  Jan.  1— — 
Farm-mortgage  recordings*  Jan.-June---------- 

Non-real-estate  loans  held  by  reporting 

lenders*  July  1....-----------  — ---- — .... 


1964 

(Million 

doif^s) 

Change 

(Percent; 

2*405 

2*518 

4.7 

895 

853 

-4.7 

1*510 

1*665 

10.3 

15*921 

16*834 

5.7 

like 

1,630 

13.5 

206 

233 

13.0 

1*485 

1*588 

6.9 

Crop  production  in  the  Northern  Plains  is  up  from  last  year.  As  of 
October  1,  wheat  production  was  estimated  to  be  up  about  9 percent  and  much 
above  average.  Wheat  production  in  Nebraska  and  South  Dakota  was  dowi  but 
harvests  in  Kansas  and  North  Dakota  were  larger  than  in  1964.  Excessive  rains 
in  North  Dakota  during  August  and  September  delayed  the  harvest  of  much  of  the 
wheat  and  flaxseed  for  several  weeks,  especially  in  the  northern  half  of  the 
State.  After  harvest  was  resumed  early  in  October,  grades  and  yields  were 
somewhat  lower  than  had  been  expected  earlier  in  the  season.  However,  cash 
receipts  from  wheat  and  flaxseed  in  North  Dakota  are  still  expected  to  be 
greater  than  in  1964  since  the  larger  harvests  this  year  are  expected  to  more 
than  offset  the  lower  prices  received  for  the  poorer  quality  crops. 

Expectations  for  I966  crops  and  pastures  are  optimistic  due  to  the 
Improved  fall  soil  moisture  situation.  The  good  supply  of  hay  and  the  Improved 
pastures  and  grazing  will  allow  ranchers  to  carry  larger  numbers  of  cattle  into 

1966. 


Although  this  year’s  crops  are  Improved,  cash  receipts  from  crops  sold 
during  the  first  8 months  of  1965  declined  4.7  percent  from  a year  earlier. 
Some  of  this  drop  can  be  attributed  to  the  smaller  than  usml  production  of 
feed  grains  in  1964  and  the  resulting  reduced  marketings  early  this  year.  In 
addition,  the  poor  condition  of  pastures  and  ranges  in  the  fall  and  winter  of 
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1964-65  caused  farmers  to  feed  more  of  their  grain  and  sell  less.  Whether  cash 
receipts  from  crops  during  all  of  I965  vill  equal  or  exceed  1964  vill  depend 
largely  on  vhat  farmers  do  with  their  crops.  If  crops  are  stored  until  some 
time  in  1966  or  are  fed  to  livestock,  cash  receipts  from  crops  will  probably 
lag  behind  those  of  1964.  However,  regardless  of  the  timing  of  receipts,  the 
larger  harvests  this  year  will  materially  improve  farm  incomes. 

Farm  cash  receipts  from  livestock  and  livestock  products  in  the  Northern 
Plains  exceed  those  from  crops,  except  in  North  Dakota.  Nebraska  and  Kansas 
are  Important  cattle  and  hog  feeding  States.  South  Dakota,  North  Dakota,  and 
western  Nebraska  are  important  suppliers  of  feeder  cattle  and  lambs.  Feeder 
cattle  reportedly  are  moving  to  feedlots  later  than  they  did  in  1964.  Improved 
pastures  are  allowing  ranchers  to  keep  calves  on  pasture  longer  and  to  sell  at 
heavier  weights.  Prices  per  poimd  also  are  higher  than  in  1964. 

The  financial  condition  of  farmers  and  ranchers  generally  is  better  than 
for  several  years.  The  increase  in  livestock  prices  and  the  higher  production 
of  crops  with  fairly  stable  prices  are  primarily  responsible.  Exceptions  are 
generally  limited  to  areas  where  weather  conditions  have  been  severe. 

Lenders  Indicate  that  the  donand  for  credit  will  continue  strong  and  is 
likely  to  increase.  Farmers  are  having  to  use  more  purchased  inputs.  Purchases 
of  equipment  and  machinery  for  replacanents  of  labor  and  of  worn-out  items  are 
expected  to  continue  or  increase.  Reporters  stated  that  many  farmers  are  turn- 
ing to  larger  and  more  machinery  to  keep  production  high  and  as  efficient  as 
possible.  The  call  for  more  intermediate-term  credit  is,  therefore,  expected  to 
be  strong. 

The  purchase  of  farmland,  mostly  by  operators  expanding  the  size  of  their 
business,  is  expected  to  continue  with  the  accompanying  demand  for  long-term 
credit.  The  supply  of  loanable  funds  is  expected  to  be  adequate.  Rates  of 
interest  may  rise  slightly.  Lenders  reported  good  repayments  on  all  types  of 
loans  and  few  delinquencies. 

Practically  all  reporters  mentioned  the  Increased  Importance  of  good 
management  ability  as  a requirement  for  obtaining  adequate  farm  financing. 

They  also  mentioned  that  the  lack  of  managerial  ability,  poor  planning,  and 
trying  to  operate  on  farms  of  Inadequate  size  were  the  more  usual  causes  of 
poor  financial  condition  of  farmers. 
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MOUNTAIN 


Begional 


1964  1965 

(Million.,  dollars) 

Cash  receipts  from  farm  maiicetingsy  Jan. 

Total 1,316  1,439 

Crops - 515  567 

Livestock------ 801  8?2 

Market  value  of  faun  real  estate,  March  I-----  13,012  13,490 

Farm  real  estate  debt,  Jan.  1— 1,591  1»815 

Farm- mortgage  recordings,  Jan. -June-  — -- ------  2%  254 

Non- real -estate  loans  held  by  reporting 

lenders,  July  1 - 1»213  1»299 


Cash  receipts  this  year  frcsm  the  sale  of  crops  and  livestock  in  the 
Moimtain  region  are  expected  to  he  up  from  1964. 


Crop  production  has  increased.  T)^heat  output  is  expected  to  he  up  about 
8 percent  and  above  average.  Montana  and  Idaho  account  for  most  of  the 
increase.  Wheat  prices  are  lower  this  year  hut  this  is  somewhat  offset  by 
larger  Government  payments.  Production  of  corn  for  grain  has  increased  11  per^ 
cent,  with  Wyoming  showing  the  only  decline.  A heavy  freeze  in  September 
damaged  most  of  the  com  that  was  in  an  immature  stage;  it  had  to  be  cut  for 
silage. 


Grain  sorghum  production  showed  a large  increase — ^1  percent  greater 
than  in  and  A9  percent  above  the  1959”^^  average.  Irish  potato  production 

is  estimated  to  be  5I  percent  larger  than  the  relatively  small  crop  of  I96A. 
Sugar  beet  production  was  down  about  9 percent.  Production  of  barley,  oats, 
and  hay  increased.  Cotton  production  continued  to  decline  primarily  because 
of  reduced  acreage,  although  yields  went  up.  Expected  production  is  down  k 
percent  from  last  year. 

The  condition  of  pastures  as  of  October  1,  19^5 ^ was  Improved  in  every 
State  over  the  relatively  poor  conditions  last  year.  Following  several  years 
of  drought,  better  soil  moisture  conditions,  especially  in  Colorado  and  New 
Mexico,  restored  pastures  to  unusually  good  stands.  The  better  soil  moisture 
situation  also  is  favorable  to  seeding  of  fall  and  winter  crops  and  could  aid 
spring  planting  and  growth. 

Livestock  production  in  the  Mountain  Region  consists  mainly  of  range 

cattle  and  sheep.  Feedlots  are  mostly  in  Colorado,  Arizona,  and  Idaho. 

The  financial  condition  of  farmers  in  the  region  is  generally  improved. 
Most  livestock  producers  are  in  better  shape  because  of  the  Increase  in  live- 
stock prices  and  the  good  conditions  of  pastures  and  ranges.  Ranchers  can 
hold  calves  longer  and  to  heavier  weights,  and  get  the  benefit  of  a higher 
price  per  pound  than  last  year.  They  are  also  going  into  the  winter  season 
with  good  supplies  of  feed.  Exceptions  to  this  Improved  situation  are  areas  of 
Colorado  which  suffered  from  flooding  during  the  summer;  dry  spots  in 
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New  Mexico  and  Arizona;  and  parts  of  all  the  Mountain  States  which  suffered 
damage  frcm  late-spring  and  early-fall  frosts.  Wheat  yields  in  seme  parts  of 
the  region^  especially  Montana,  were  hurt  hy  stan  and  leaf  rust. 

Production  of  crops  with  high  labor  req^uirements  (fruits  and  vegetables) 
was  generally  reduced.  Although  prices  for  these  crops  were  fairly  steady,  net 
income  per  acre  will  be  lower  than  expected  because  of  the  higher  cost  of  avail- 
able labor  and  the  costs  of  chemicals  and  machinery  to  take  over  some  of  the 
tasks  previously  done  by  hand.  As  better  methods  and  machinery  are  developed, 
unit  costs  may  be  reduced. 

With  the  use  of  more  purchased  inputs,  operating  costs  will  probably 
continue  to  increase.  The  greater  use  of  commercial  fertilizer  and  chemicals, 
higher  cost  of  labor,  investments  in  machinery  to  replace  labor,  and  efforts  to 
improve  family  living  will  all  combine  to  push  up  the  farmer^s  operating  costs. 

The  demand  for  credit  continues  to  increase.  With  the  further  decline 
in  the  number  of  farms  and  the  growth  in  average  size  of  farm,  capital  will  be 
increasingly  Important.  Farmers  have  not  been  able  to  increase  their  savings 
much;  therefore,  borrowed  funds  will  have  to  make  up  a larger  part  of  the 
additlcmal  capital  needed  by  farmers. 

The  supply  of  credit  will  be  adequate;  slightly  higher  interest  rates  are 
likely.  Lenders  are  generally  pleased  with  their  loan  repayment  experience. 

As  always,  seme  farmers  are  in  financial  trouble.  There  are  many 
reasons,  but  as  one  reporter  put  it  . . the  farmers  who  have  debt  difficulty 
are  usually  poor  managers,  jyrj  have  attempted  to  expand  too  rapidly,  /or/ 
probably  the  biggest  reason,  are  trying  to  operate  on  an  uneconcmic-slzed  unit." 


PACIFIC 


Regional  Highli^ts 


Cash  receipts  from  farm  maiicetings,  Jan.-Ang. 
Total— — — 

Crops — 

Livestock- — — — 

Market  value  of  farm  rraJ.  estate,  tdarcb  1---- 

Farm  real  estate  debt,  Jan.  1-— ------- ----- 

Farm-mortgage  recordings,  Jan. -June--------- - 

Non-real-estate  loans  held  by  reporting 

lenders,  July  1 


1964  1965 

(tdllion  dollars) 

Change 

(Percent) 

- 2,628 

2,670 

1.6 

- 1,527 

- 1,101 

.3 

3.5 

- 2,686 
296 

23,168 

3,049 

319 

7.0 
13.5 

8.0 

- 1,192 

1,248 

4.7 

Farm  income  in  the  Pacific  States  has  generally  improved  this  year,  but 
there  has  been  wide  variations.  Livestock  producers,  especially  cattle  feeders, 
baieflted  from  higher  prices.  Prices  for  eggs,  milk,  barley,  grain  sorghum, 
and  dry  beans  also  improved.  Lower  prices  were  reported  for  wool,  flaxseed. 
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and  citrus.  Below-normal  temperatures  and  heavy  rains  during  the  growing 
season  reduced  crop  yields  In  parts  of  California.  Seme  orchardlsts  In 
Washington  suffered  crop  losses  because  of  freeze  damage  last  vlnter  and  spring. 
The  peach  and  apricot  crops  were  nearly  complete  failures  and  the  pear  crop  was 
only  half  the  196^  production.  Apple  orchards  also  were  damaged  and  the  crop 
was  reduced^  hut  because  of  good  quality  and  prices,  growers  are  doing  well. 

Poor  weather  cut  wheat  yields  In  a few  sections  of  the  Northwest,  but 
yields  reglonwlde  were  very  good.  Much  of  the  Palouse  area  of  Washington  had 
the  best  crop  In  history.  The  Gaines  variety  of  wheat  accounted  for  some  of 
the  Increase  In  yields.  Output  of  feed  grains,  potatoes,  and  grapes  also 
Increas ed. 

Although  overall  farm  production  and  gross  Income  have  been  satisfactory 
In  the  Pacific  region,  rising  costs  have  been  a problem  for  many  fanmers. 

Larger  outlays  have  been  made  for  feeder  cattle^  feed,  fertilizer,  and  labor. 
Profit  margins  have  been  narrow  on  many  small  farms,  especially  Grade  B dairy 
farms.  Nonfarm  Income  has  been  higher  than  In  196^,  however,  and  has  helped 
keep  small  farms  In  operation. 

Labor  problems  resulting  from  the  end  of  the  Bracero  program  have  been 
most  publicized  In  California.  On  the  whole,  respondents  reported  that  crop 
losses  caused  by  labor  shortages  were  believed  to  be  relatively  small.  Appre- 
hension over  the  adequacy  of  the  labor  supply  Is  reported  to  have  decreased  the 
acreage  planted  to  truck  crops,  canning  tomatoes,  and  other  crops  requiring 
considerable  labor.  Some  growers  had  losses  from  poor  quality  crops,  or  their 
harvests  were  delayed  because  of  Inexperienced  help.  Also,  labor  has  been  more 
costly,  and  additional  Investment  has  been  made  to  convert  housing  and  facili- 
ties for  domestic  workers.  The  labor  situation  has  accelerated  the  purchase  of 
mechanical  harvesting  equipment,  such  as  tomato  pickers  and  tree  shakers.  The 
better  managers  reportedly  were  able  to  adjust  and  find  adeqmte  workers  after 
the  termination  of  the  Bracero  program.  Those  taking  no  action  to  recruit 
domestic  workers  had  trouble,  however,  and  failed  to  harvest  some  crops.  The 
smaller  row-crop  farmers  not  relying  on  much  extra  help  made  out  satisfactorily. 

Loan  repayments  have  been  generally  good  except  In  localized  areas  where 
weather  damaged  crops.  Cattle  feeders  made  good  progress  In  reducing  last 
yearns  delinquencies.  Seme  poultrymen  and  Grade  B dairymen  were  having  diffi- 
culty getting  financed,  but  relatively  few  were  In  a difficult  debt  situation. 
Many  received  supplemental  nonfarm  Income,  and  those  liquidating  -usmlly  had 
good  equities  and  could  clean  up  their  debts.  The  expanding  population,  par- 
ticularly In  California,  absorbs  thousands  of  acres  each  year  and  Is  a factor 
In  the  strong  upward  pressure  on  land  values. 

Farm  families  were  reported  to  be  continuing  to  live  well,  with  many  en- 
joying levels  comparable  to  their  city  friends.  New  homes  and  autemobiles  are 
frequently  mentioned  by  reporters.  Some  small  farmers,  especially  in  Oregon 
and  Washington,  try  to  expand  Income  by  getting  more  land,  planting  specialty 
crops,  or  going  into  livestock  production.  Expenditures  for  equipment,  some 
expensive,  continue  heavy. 

The  high  level  of  expenditures  has  tended  to  reduce  savings  of  farmers, 
but  the  better,  established  operators  apparently  maintain  substantial  reserves. 
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Much  of  the  increased  spending  is  financed  hy  credit,  and  the  danand  for  credit 
is  heavy.  Loans  are  usually  available . Many  mortgage  lenders,  such  as  insur- 
ance companies,  are  lending  larger  amounts  for  longer  terms.  In  Oregon,  savings 
and  lohn  associations  were  believed  to  be  making  more  loans  to  farm  operators 
vho  had  nonfarm  income.  Total  farm-mortgage  recordings  in  Oregon  uere  more 
than  a fourth  higher  in  the  first  half  of  19^5  than  in  the  same  period  of  1964. 
Some  commercial  banks  whose  fuads  were  needed  to  meet  the  demand  for  operating 
loans  were  reported  to  be  less  interested  in  long-term  loans.  Apprehension 
over  the  California  labor  sitmtion  caused  some  restriction  in  operating  credit 
in  early  I965,  but  the  situation  subsequently  eased.  Interest  rates  are 
reported  to  have  risen  slightly  in  1965* 

The  1966  outlook  for  the  Pacific  region  is  for  a continued  high  level  of 
spending  and  investing,  with  a strong  demand  for  credit.  The  adjustments  re- 
sulting from  the  end  of  the  Bracero  program,  particularly  in  California,  will 
probably  accelerate  the  use  of  credit  to  buy  machinery.  For  example,  it  is 
estimated  that  an  additional  5OO  to  60O  mechanical  tomato  harvesters  will  be 
bought  in  I966  at  a cost  of  about  $20,000  each.  The  cost  of  all  equipment 
needed  by  a typical  tcanato  grower  to  shift  to  mechanical  harvesting  ranges  from 
$40,000  to  $45^000.  The  same  development  will  also  speed  the  trend  toward 
larger  acreages  and  larger  operating  credit  requirements.  A minimum  of  100 
acres  is  believed  necessary  to  justify  the  investment  in  tomato  harvesting 
equipment . 

Debts  are  expected  to  increase  next  year,  but  so  are  land  values,  re- 
sifLting  in  little  overall  change  in  debt-asset  relationships.  Small  operators 
will  still  be  under  a cost-income  pressiue;  some  will  quit  and  others  will  find 
supplemental  nonfarm  income.  Lenders* policies  and  rates  will  probably  be  about 
the  same  although  the  buildup  in  debts  may  cause  a little  more  caution.  The 
apparent  belief,  however,  of  some  lenders  in  areas  of  burgeoning  population  is 
that  rising  land  values  will  alleviate  any  problems  caused  by  lending  mistakes. 

PUERTO  RICO 

A 2-year  drought  in  southern  Puerto  Rico  has  reduced  farm  income  on  the 
Island.  Poor  pastures  and  feed  shortages  have  cut  output  and  increased  costs 
of  livestock  and  dairy  producers.  Drought  and  lower  prices  have  resulted  in  an 
income  drop  for  sugarcane  growers.  Tobacco  production  rose,  but  marketing  allot- 
ments for  1965-66  have  been  reduced.  Income  from  other  crops  has  Increased 
slightly. 

The  labor  situation  continues  to  present  a problem  for  many  farmers. 

High  wages  paid  to  construction  and  industrial  workers  have  attracted  labor 
from  rural  areas.  This  has  raised  labor  costs  and  resulted  in  labor  shortages, 
particularly  during  peak  cultivation  and  harvest  seasons. 

The  less  favorable  farm  income  situation  has  caused  an  increase  in  loan 
delinquencies  and  carryovers.  Credit  difficulties  have  been  most  pronounced 
for  sugarcane  growers  and  beef  cattle  producers.  The  supply  of  credit  from 
private  and  Government  sources  remains  adequate,  but  lender  policies  appear  to 
have  tightened  somewhat.  The  Economic  Opportunity  Act  offers  a new  source  of 
credit  to  help  low-income  farm  families  develop  both  farm  and  nonfarm  enter- 
prices  to  Improve  their  financial  situations.  The  Commonwealth  Government, 
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attempting  to  help  farmers  meet  higher  vage  and  other  operating  costs,  has  in- 
creased the  subsidy  and  incentive  paymoats  to  farmers. 

Despite  lower  incomes  for  some  farm  operators,  the  per  capita  income  of 
the  satire  population  has  kept  growing  at  about  7 percent  each  year.  Higher 
levels  of  living  are  evidenced  by  improved  housing  facilities  in  both  urban  and 
rural  areas  and  the  new  services  made  available  to  rural  families. 

Moisture  conditions  have  greatly  Improved  in  recent  months  and  the  out- 
look is  for  higher  production.  Sugarcane  growers,  however,  are  faced  with  a 
longer  run  adjustment  problem.  Costs  are  increasing  and  yields  are  low,  partly 
because  of  the  slow  rate  of  mechanization.  Competition  from  other  sugar- 
producing  areas  is  strong. 
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